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The Experience Effect of the Life Insurance Companies in Japan:
A Case of the Operating Expenses

Gen FUKUTOMI

ABSTRACT

We expect this material to be a clue to examine whether we find patterns of decline in the
experience curves of the sellers and service organizations. Succeeding a discussion on Japan’s auto and
housing industries (available in the previous issue), this is a case of the life insurance companies in
Japan. By applying their operating expenses, we are to draw experience curves of the three leading
insurers, a new entrant, and a Japan branch of the US-based insurance company. The indices for their
experience are the number of insured, the amount of their policies in force, and their new businesses.

The findings are as follows:

(1) Although the unit costs of the leading three rise at the initial stage, they begin to decline after
mid-1970’s,

(2) About fifteen years time is long enough to find the decline in the experience curve of a new
entrant with regard to the number of its policies in force, and

(3) In the same fifteen years, the branch, which relatively has more private contracts, has met the
continuous rise in costs until present.

All three statements above stem from the curves drawn by the number and the amount of private
and group insurances altogether. According to the curves drawn by each index, the number of persons

insured by the group contracts may contribute to the decline in their experience curves.





